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Continuous Audits
By Martin Kortjohn

Leading accountants are of the opinion that the expansion of
the accounting profession lies in rendering a more intensive service
to an increasing number of appreciative clients. They view with
concern the decline of business due to a partial cessation of merg
ers and consolidations, a shrinkage in cost work and systems as
signments, a material reducton in tax work, and the frequent
omission of audits because of depressed financial conditions.
When the net result for 1931 is a loss, it is hard to convince clients
that an audit is essential even if no income tax is due to the gov
ernment. This scarcity of accounting assignments for the coming
year may prove a blessing in disguise.
Before the world war, there was considerable agitation among
accountants for continuous audits, or monthly audits, as they
were then called, on a yearly-retainer basis. Their principal
object at that time was to furnish employment for accountants
throughout the year. The natural business year, now so promi
nently, if not effectively, featured, did not then receive much
attention. The best minds in the accounting profession were
engaged in converting accounting work from a seasonal occupation
to an all-the-year-round activity.
And then came the war and with it the revenue acts of 1917,
1918 and their immediate successors.
The war itself and the revenue acts designed to pay for it pro
vided an abundance of work for accountants, and the agitation
for continuous audits was abandoned, at least for a time. Sub
stantial income-tax fees provided income, not only for established
accounting offices, but for new and, in some cases, inexperienced
practitioners. Cost work and systems work were shunned or
relegated to special departments organized for that purpose.
Eventually, the various tax tangles were straightened out and, as
a result, tax work dwindled.
But by that time there arose a new kind of accounting activity.
Some financial and organizing genius began to convince people
that if several operating units could be brought under one man
agement and control, miraculous results could be attained. The
savings that were to be effected were said to be enormous, and the
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dividends that were promised stockholders were alluring. Ac
cordingly, many consolidations were arranged and these provided
profitable employment for a number of accounting offices, gener
ally the larger ones. Usually, as a net result there were thrown
out of employment a few general managers and accounting offices
lost a few clients; beyond that the savings were purely imaginary.
Few stockholders of merged concerns are now happy.
Whereas income-tax legislation had brought about a desire for
accurate accounting and, by the abandonment of ruinous compe
tition, had almost paid for the war, no beneficial results are appar
ent from the wave of consolidations. It even seems that the
enormous profits of the promoters of the various consolidations
were fed to the Moloch of speculation in Wall street.
At the present time it would require great eloquence to con
vince the proprietor of a small business that he should merge with
a large unit and accept a position as salaried employee and such
dividends as the promoters might care to dole out. People no
longer are inspired by mere size, and the proprietor of a small
business prefers to remain his own boss and engage the services of
a good professional accounting office to render continuous, sound
accounting and financial advice. This is supplied where con
tinuous audits are made.
It is common knowledge that, under ordinary present condi
tions, the larger unit has no advantages in buying or selling which
can not be overcome by the smaller operator by personal super
vision and close consideration of local conditions. In this matter,
accountants experienced in operating problems can be of great
value, provided they will keep in close touch with local and gen
eral business and management problems. If they keep fully in
formed and render sound advice, they will earn the respect of the
client and, in addition, a substantial yearly fee.
It goes without saying that their views must not be limited to
the knowledge required to prepare a balance-sheet for credit pur
poses. It is their job to help the management earn larger netprofit.
An encouraging sign for the future of accountancy is the readi
ness with which banks accept statements prepared by accountants
in good standing regardless of the size of their offices. Banks no
longer give preference to statements prepared by offices with
branches in every large city; in fact, they prefer those which have
had in their preparation the personal attention of the principals,
instead of that of a hired accountant in a large office. The closer
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relationship tends to raise the professional accountants in the
esteem of the bankers and the general public and paves the way
for their engagement for additional and larger assignments.
Besides, a banker will give special terms to a business which
keeps itself well advised and whose policies have the thoughtful
consideration of professional accountants. Continuous audits
establish a closer relationship than balance-sheets prepared once
a year for credit purposes.
Many transactions carry with them grave taxation and other
problems if improperly handled. Quite often, accountants are
called upon to give opinions on transactions that have been com
pletely consummated, and then find that great savings could have
been effected if a slightly different course had been adopted.
Ordinarily, it is then too late for correction. If professional
accountants with wide public experience were always consulted
beforehand, many difficult situations could be averted. Account
ants engaged continuously on a yearly retainer can effectively and
economically render exactly such a service.
A continuous audit or a monthly check by trained staff account
ants will bring to immediate or early notice any unusual items
which might give rise to complications or difficulties later. When
these develop, the client and the accountants should sit down
together and discuss fully the items and their effect on taxation,
credit and other phases of the business. If the accountants are
on a yearly retainer, clients will have no hesitancy in consulting
them freely and fully.
An auditing expense of, let us say, $500 for an annual audit
for credit purposes only may be a large expense for a small busi
ness, but to pay from $600 to $2,400 a year to have all accounts
closely checked each month and to get, in addition, free profes
sional accounting and financial advice whenever needed, is quite
another thing. The former may be a mere expense whereas the
latter would, in all probability, pay for itself in economies effected
or increased efficiency.
Competitors usually like a well advised concern because it
offers less chance of ruinous competition. No professional ac
countants would be guilty of advising sales merely for the purpose
of stifling competition. In this way accountants perform a civic
duty toward the entire community and truly conserve capital.
It must not be assumed that all the advantages of continuous
audits accrue to the clients; on the contrary, accountants are
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great gainers provided they are properly prepared to handle
these services. It is safe to assume that the “every satisfied
client recommends another” theory is a fallacy in actual practice.
Magazine articles do not give practical advice on how to build up
an accounting practice. If the advice there given were followed
by the ordinary beginner, he would soon find himself behind in his
rent, his family in want and he himself a candidate for employ
ment on the staff of a larger office better managed.
Continuous audits and service offer the means of keeping in
close touch with clients and their business associates, employees
and friends. “Out of sight, out of mind” is particularly true in
accounting practice, and a once-a-year client is not strongly held
by the accounting practitioner. A client who must be continually
“wooed and won” is not a strong asset in an accounting office.
By serving clients continuously, the risk of losing them is reduced
to a minimum. Besides, their friends, associates and employees
offer a never-failing source of new business for the accountants.
With continuous audits and service, most complaints against
the winter rush and the insistent demand for the natural business
year disappear. It is true that accounting offices most of whose
clients are on a calendar-year basis have considerable extra winter
work on closing and the preparation of tax returns, but employees
gladly spend a few evenings working if they know that their jobs
are safe throughout the remainder of the year.
A great deal of routine work can be done during the less busy
season and checking can, in some cases, be completely deferred
during the busier months. Under the ideal arrangement for
continuous audits and service, the accountants can make their
own plans for completing their work on time without an undue
strain on the staff. Besides, it is a great assurance to a staff
accountant to know that he is not a temporary “fill-in” man.
I doubt if competition is the life of trade; in the accounting
profession it certainly gives rise to the most distressing experi
ences. A young accountant will sometimes, under competition,
make unreasonable concessions to unscrupulous clients and come
perilously close to compromising his integrity. It is therefore of
great importance that he recognize the most effective means of
building up a practice in which he can make a comfortable living
and retain his full self-respect. The building up of a practice is,
in ordinary circumstances, never easy, but the monthly audit and
service offers the simplest means to attain his end.
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